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Executive Summary

The Hong Kong Special Administrative Region of the
Peoples’ Republic of China’s (“Hong Kong” or “HKSAR”)
green and sustainable bond markets can play a major role
in channeling capital towards nature. Taking the Northern
Metropolis (NM) as a case study, this paper identifies
opportunities within the city’s existing financing landscape
and shows how nature-themed bonds would complement
current policy and market initiatives, advance the Hong
Kong Biodiversity Strategy and Action Plan (BSAP) 2035,
and position Hong Kong as a premier regional hub for nature
and blue bond finance.

Moving Beyond Climate Finance

Climate change and biodiversity loss are systemic
interdependent financial risks. With over half of global
GDP moderately or highly dependent on nature, ecosystem
degradation directly impacts credit ratings, asset valuations
and economic resilience. Nature provides indispensable
regulating services that underpin socio-economic stability,
including carbon sequestration, flood mitigation, water
purification, and pollination. Yet, the global funding gap
for nature stands at an estimated US$942 billion annually.

Despite global GDP’s dependence on nature, climate and
nature risks are often addressed in isolation. Integrating
both into financing and risk frameworks avoids unintended
trade-offs and supports truly sustainable outcomes. As a
result, nature-themed bonds are emerging as a compelling
sustainable financing instrument.

In response, the global financial system is moving beyond a
predominantly climate-centric green finance agenda toward
a holistic natural capital approach. Milestones include the
Kunming-Montreal Global Biodiversity Framework’s
finance strategy (mobilising US$200 billion annually by
2030) and the International Capital Market Association’s
“Sustainable Bonds for Nature Guide” (June 2025), which
provides voluntary market guidance on structuring credible
nature-themed bonds.

Translating global frameworks into local action however
requires jurisdictions with the requisite financial
infrastructure, policy ambition and investable project
pipelines.

Hong Kong’s Strategic Positioning

Hong Kong can position itself as a financing hub not only
for local nature-positive projects, but also for nature and
blue economy financing in Chinese Mainland and ASEAN,
thereby strengthening its role as a gateway for blue finance
flows to the region and beyond. The city possesses several
distinct advantages that make it a credible hub for nature
and blue bond financing:

* Existing Financial Architecture: The Government
Sustainable Bond Programme (GSBP) is the largest
government green bond programme in Asia-Pacific,
accounting for 45% of regional international GSS+* bond
issuance. As of August 2025, it had raised nearly HK$240
billion (US$31 billion). Notably, nearly 80% of green
and sustainable bond issuance by volume in Hong Kong
(2024) came from private sector issuers, demonstrating
successful crowding-in of private capital. The GSBP is
supported by:

The Green and Sustainable Finance Cross-Agency
Steering Group (CASG)® leading regulatory
coordination

Phased adoption of international disclosure standards
The Hong Kong Taxonomy for Sustainable Finance
Capacity-building and market incentives

e New Policy Mandates: The BSAP 2035 explicitly
commits to: (i) supporting nature conservation via the
GSBP; (ii) mobilising private resources for nature-
positive projects; and (iii) expanding Hong Kong’s
sustainable finance taxonomy beyond climate. The
“Hong Kong Nature-based Solutions Design Guidelines”

a. GSS+encompasses Green, Social, Sustainability, and Sustainability-Linked (GSS) instruments, with the “+" representing other labeled instruments

such as blue bonds

b. Paulson Institute (2025) Financing Nature: The Unabated Biodiversity Finance Crisis
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(HKNbSDG), published in March 2026, provides
technical standards.

¢ Alignment with Chinese Mainland: The Chinese
Mainland’s 15th Five-Year Plan (2026-2030) positions
biodiversity finance as part of the “Beautiful China”
initiative, integrating natural capital into the financial
system. Hong Kong’s BSAP 2035 aligns with China’s
National Biodiversity Strategy (NBSAP). This creates
cross-border policy synergy, particularly for the NM.

e Hong Kong’s unique natural capital underscores
both the urgency and the opportunity for mobilising
dedicated nature finance. Its natural environment features
outstanding marine and terrestrial biodiversity, supported
by diverse ecosystems including 263 islands, UNESCO-
recognised geological formations and Ramsar-recognised
wetlands.

The HKSAR’s stated intention to align proactively with
China’s 15th Five-Year Plan, its support for the National
BSAP, and the launch of BSAP 2035 have created an
inflection point. Hong Kong has the market infrastructure,
the policy mandate and national alignment to translate the
global nature finance imperative into tangible local action.
The missing link is a live, scalable pipeline of investable
nature projects, which the NM provides.

Nature-Themed Bond Structures

"This paper highlights four bond structures each with distinct
risk allocation and suitability for different project phases,
and provides examples of recent issuances in China, Brazil,
Indonesia, Japan, New Zealand, South Africa and Uruguay:

Use-of-proceeds (UoP) nature / blue bonds can
directly fund eligible conservation or restoration projects
including nature-based solutions (NbS). The GSBP
already includes “Nature Conservation & Biodiversity”
as an eligible category, providing a strong starting point
to build targeted nature and blue bond offerings. A
pathway to issuing a UoP nature bond under the GSBP
already exists. Notably, the GSBP holds proceeds in
the Capital Works Reserve Fund (CWRF), however it
remains unclear whether this fund can finance “living”
natural assets (which require ongoing maintenance and

monitoring) as opposed to traditional grey infrastructure
(which is capital-expenditure only).

Resilience bonds (RB) are UoP instruments financing
projects that protect communities, infrastructure, and
ecosystems from climate shocks and natural disasters,
such as flood defense and stormwater management.
Issuers may receive a “resilience rebate” tied to avoided
losses.

Sustainability-linked nature bonds (SLNBs) use-of-
proceeds are for general purposes and issuers commit
to achieving predefined nature-related KPIs, such as
biodiversity improvements, habitat restoration milestones
and water-quality targets. If KPIs are missed, the issuer
typically pays a higher coupon.

Outcome bonds (OB) allow investors to back development
initiatives by accepting below-market interest rates. If
independently verified environmental/social KPIs are
met, donors or philanthropic groups compensate investors
to bring returns up to market levels. Bond proceeds can
be used for general government funding, not just nature
projects.

In summary, UoP and RB finance are suitable for clearly
defined eligible projects with earmarked proceeds. In
contrast, SLNB and OB allocate proceeds for general
purposes, linking financial terms to pre-agreed performance
indicators or verified outcomes, such as biodiversity or
ecosystem service metrics. Because they require clearly
predefined nature targets, SLLBs and OBs may appeal to a
narrower investor base than climate-only labelled bonds.
However, they can draw capital from more varied sources,
including philanthropic and impact investors focused on
biodiversity, development finance institutions prioritising
conservation outcomes, and insurers seeking risk reduction
through nature-based solutions.

The Northern Metropolis Pipeline

The NM is a multi-decade, 30,000-hectare development
project, envisioned to be a new engine for the future
development of Hong Kong, by providing land for housing
and new innovation and technology industry. Whilst the main
focus of the NM is on the development of an innovation and
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technology hub, the government has indicated its intention
to adopt “Urban Rural Integration” and “Proactive
Conservation” as planning principles. Concrete project
pipelines that could absorb nature-themed bond proceeds
(Table S1) include:

Sam Po Shue Wetland Conservation Park (338 ha)
— at the consultation/detailed design stage.

Proposed Coastal Protection Park (CPP) (Tsim Bei
Tsui/Pak Nai) (2370 ha) — at feasibility study stage.
San Tin Technopole Blue-Green Network (STT) (626
ha) — at the early construction stage.

These projects require financing across full lifecycles (design,
construction, maintenance, monitoring). Nature-themed
bonds can de-risk early-stage development and shift such
projects from purely public-funded models to diversified
public-private-philanthropic funding over time.

Conclusion and Recommendations

Hong Kong has the market infrastructure, policy mandate,
and project pipeline to lead on nature-themed bonds. Issuing a
sovereign nature bond would define nature as infrastructure,
attract private capital and offer a replicable model for
other global finance hubs. Nature projects frequently lack
direct revenue streams, challenging their bankability. With
repayment reliant on general revenues, government-issued
nature bonds are a logical financing mechanism.

Building on this existing foundation, five strategic pillars
are proposed to enable the development of a credible nature
bond market. As set out below, these pillars provide a clear
roadmap for Hong Kong to position itself at the forefront
of Asia’s nature finance market while reinforcing its role as
a leading international sustainable finance hub.

1. Leverage the GSBP

Create a market standard for nature-related financing by
leveraging the GSPB to pilot robust nature-related criteria,
disclosure and reporting requirements, and then using those
practices as a benchmark for broader market issuance.

Facilitate policy discussions to clarify how nature-
related expenditures can align with existing public works
frameworks. Issue bonds under the existing “Nature
Conservation & Biodiversity” category, require KPIs and
third-party verification, clarify CWREF eligibility for nature-
based solutions, and publish a pipeline of eligible projects
(habitat restoration, wetlands, mangroves, marine protection)
with the NM as the flagship.

2. Institutionalise an Operating System

As Hong Kong expands its blue finance taxonomy,draw
on Chinese Mainland’s existing blue finance taxonomy
as an important reference point, to promote consistency,
interoperability and market development, while tailoring the
framework to Hong Kong’s own market context.

Align reporting with Task Force for Nature Related Finance
Disclosures (TNFD), Science Based Targets Network
(SBTN), and HKNbSDG monitoring and assessment.
Expand the Hong Kong Taxonomy for Sustainable Finance
to include biodiversity and natural capital beyond climate
objectives.

3. Catalyse Blended Finance

Combine public, private and philanthropic capital to de-risk
nature projects with longer payback periods. Pool revenue
streams to fund long-term management and maintenance.

4. Build Data Infrastructure

Standardise biodiversity and resilience indicators. Develop
a common monitoring, reporting and verification (MRV)
framework for public and private sectors. Create nature risk
scenario and stress-testing capabilities analogous to climate
stress tests.

5. Establish a Cross-Sectoral Group

Create a nature finance market development group anchored
by the Government and financial regulators to translate
policy into action, align standards, identify eligible projects,
develop metrics, and resolve execution barriers in data,
verification, and structuring.
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TABLE SI Examples of Projects and Potential Nature Themed Bonds in Hong Kong

Bond Type RB SLNB (0] 3] UoP
Project San Tin Technopole (STT) Blue-Green Sam Po Shue Wetland Conservation Park Coastal Protection Park (CPP) CPP, SPSWCP STT
Network (SPSWCP)
Issuer HKSAR Government Private property development company HKSAR Government or multi-lateral HKSAR Government HKSAR Government

development bank

Use-of-proceeds

Revitalised river and drainage channels
(San Tin Western and San Tin Eastern
drainage channels), retention ponds
and sponge city infrastructure for flood
management.

Recreation infrastructure

General corporate purposes (as is standard  General use

for SLLBs)

Associated conservation project:
conservation of key indicator species and
ecosystems including horseshoe crabs,
birdlife, seagrass and oyster reefs in Deep
Bay.

Recreation/ecotourism infrastructure

Ecological and fisheries enhancement
measures; upgrade of aquaculture

ponds and introduction of sustainable
aquaculture technologies; nature-based
coastal defense features such as restoration
of coral reef, mangroves, seagrass,
wetlands; ecological corridors and habitat
connecting infrastructure.

Recreation /eco tourism infrastructure

River/drainage channels, retention ponds,
wetland, open space and knolls integrated
to create a blue-green network.

Planting works, landscape integration with
building, vertical greening, green roof
and screen planting in future development
sites.

Landscaped corridors along the planned
SPS WCP, CPP and revitalised drainage
channels

Establishment of wildlife corridors.
Recreation /ecotourism infrastructure

Tenor 5-10 years (long-term to ensure 5-7 years (ideally longer to align with 5 years 10-15 years
establishment of the blue-green network ecosystem productivity timelines)
and ecological functioning)
Return Base interest rate + resilience rebate tied to  Base interest rate/ standard market coupon  Lower than market interest rate + Base interest rate/ standard market coupon
Mechanism avoided losses potential outcome payment linked to KPI
(Coupon) achievement
Coupon savings: partial coupon forfeited
by investors and paid upfront to associated
conservation project
Outcome Payer HKSAR Government,
environmental NGO, philanthropic
foundation
KPIs / Reporting  N/A Cumulative hectares of wetland and Increase in number of horseshoe crabs toa  Proceeds allocation by steering committee; annual green bond report; environmental
mangrove habitat restored and under specified target level, establishment of reefs  impact metrics; impact reporting to GSBP:
RB’s have KPI’s active conservation management within to pre-agreed level Area conserved/sustainably managed (ha)

e.g. 30% reduction in peak stormwater
run-off; minimum retention capacity of

50 litres of stormwater per square meter of
park surface area.

SPSWCP, population increase/ stability of
the Eurasian otter.

Target: Number of ha restored/ created
(35ha enhanced freshwater wetland
habitats, 10ha of pond habitat, 253ha
managed as the Eco-friendly Aquaculture
Zone, 40ha managed as Fisheries
Enhancement Zone, # Gei Wais restored
and functioning)

# of nature conservation/ biodiversity facilities constructed

Contents of annual GB report verified by an independent qualified third party, such as
the Hong Kong Quality Assurance Agency (HKQAA)

Avoided Losses

Insurers pay annual premium rebates to
the issuer if the project reduces expected
flood losses from the revitalised drainage
channels, retention ponds and sponge.

N/A

N/A

N/A




This paper examines the potential role of Hong Kong’s
green and sustainable bond markets in mobilising capital
for nature, using the Northern Metropolis as a case study

for place-based nature and blue bond financing. It identifies
opportunities within the current financing landscape and
outlines how a nature-linked bond could complement existing
policy and market initiatives, strengthen implementation of
BSAP 2035, and position Hong Kong as a leading regional hub

for nature and blue bond financing.



1. Introduction

1.1 Embedding Natural Capital into
Finance

The twin crises of climate change and biodiversity loss
represent the most pressing systemic risks to global economic
stability and human well-being. With over half of the world’s
GDP moderately or highly dependent on nature!, the
degradation of ecological systems is not just an environmental
concern. It is a fundamental threat to financial resilience and
long-term prosperity, impacting earnings, as well as credit
and asset valuations — risks that are now quantifiable and
material to investment portfolios.

Nature further provides indispensable regulating,
provisioning, and cultural ecosystem services, from carbon
sequestration, water purification and flood mitigation,
to soil health and pollination. These services form the
bedrock of ecological and socio-economic resilience,
safeguarding communities and economies against climate
shock, natural disasters and resource scarcity.

At the same time, there is a stark and widening funding gap
globally, wherein current global investments in nature and
nature-based solutions fall short by an estimated US$942
billion annually, leaving critical ecosystems underfunded
and undervalued.

Recognising this shortfall, parties to the Kunming Montreal
Global Biodiversity Framework (GBF) adopted a landmark
global finance strategy in February 2025, marking a
significant step toward addressing the biodiversity funding
gap (Box 1)2. In response, the global financial system is
moving beyond a predominantly climate-centric green
finance agenda towards a more holistic approach that values,
protects, and restores natural capital.

Capital markets are beginning to respond to this shift. In
June 2025, the International Capital Markets Association
(ICMA) published a Practitioner’s Guide® on Sustainable
Bonds for Nature, further developing existing Green, Social,
Sustainability and Sustainability-linked Bond Principles to
provide voluntary market guidance on structuring credible
nature-themed bonds. This guidance paves the way for
“nature bonds” and other nature-related issuances that

BOX 1 GBF targets
Mobilise US$200 billion annually by 2030 to scale
up biodiversity conservation
Reduce harmful subsidies by US$500 billion per
year by 2030

Boost international finance to developing nations
by US$20 billion per year by 2025 and by US$30
billion per year by 2030

Increase private investment towards nature-positive
outcomes

can channel capital directly toward projects that deliver
measurable positive outcomes for biodiversity, freshwater
systems, oceans and land, while enhancing transparency,
impact reporting and market integrity.

1.2 One Country, Two Plans

The Chinese Mainland’s 15th Five-Year Plan (2026-2030)
positions biodiversity finance as a component of its “Beautiful
China” initiative, aiming to integrate natural capital into
the financial system.* The Mainland recognises nature
as core infrastructure, both an ecological imperative and
a resilient economic strategy—an approach that has been
institutionalised through Ecological Conservation Redlines,
Main Functional Zones and Gross Ecosystem Product
accounting.®

Its current biodiversity strategy is set out in its National
Biodiversity Conservation Strategy and Action Plan 2023-
2030 (NBSAP). The NBSAP is embedded within the
broader “ecological civilisation” agenda and is supported
by regulatory reforms, financing policies and commitments
aligned with GBF. Fulfilling the ambitions set out under
the NBSAP requires substantial green investment and the
Chinese mainland is deploying a mix of public funding,
green finance instruments and market-based mechanisms
to finance nature-related initiatives.® This national direction
provides important context for Hong Kong’s approach to
biodiversity conservation and nature finance.
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On December 31, 2025, Hong Kong’s Agriculture, Fisheries
and Conservation Department Department (AFCD)
unveiled its BSAP 2035 as an ambitious strategy to protect
Hong Kong’s natural heritage and the essential services it
provides.” The BSAP 2035 aligns with the GBF and China’s
NBSAP, while reflecting Hong Kong’s local conditions
and stakeholder inputs. It established a framework for 30
priority actions across four strategic areas, to conserve
biodiversity and support sustainable development over the
next decade®. Importantly, BSAP 2035 provides the critical
policy foundation to unlock new conservation finance and
explicitly commits the HKSAR Government to exploring
new financing mechanisms including:

1) supporting nature conservation and biodiversity projects
through the Government Green and Sustainable Bond
program (GSBP);

2) exploring mechanisms to mobilise private-sector resources
for priority nature-positive projects (e.g. nature-based
solutions (NbS) projects, habitat/ecosystem restoration
programmes); and

3) considering the expansion of the Hong Kong Taxonomy
of Sustainable Finance to cover environmental objectives
beyond climate.

BSAP 2035 is integral to the wider Northern Metropolis
(NM) vision® and specifically for advancing the adoption
of NbS across the NM landscape.

Hong Kong’s stated intention to proactively align with the
15th Five-Year Plan', its support for the National BSAP
and launch of BSAP 2035 creates a pivotal moment to
scale innovative finance for nature offering tremendous
opportunities towards bridging the nature funding gap and
establishing Hong Kong as a premier nature finance hub.

1.3 Hong Kong’s Financing Nature
Imperative

Building on this policy momentum, Hong Kong’s unique
natural capital underscores both the urgency and the
opportunity for mobilising dedicated nature finance. Its
natural environment features outstanding biodiversity
supported by diverse ecosystems, varied geological
formations, expansive marine waters and a warm sub-tropical
climate. Scattered across the Hong Kong seascape are 263
islands, approximately 5,943 marine species, representing
26% of all marine species recorded in the Chinese Mainland',
and more hard coral diversity than the Caribbean. The city
is also home to outstanding terrestrial biodiversity, with
over 580 bird species (one third of the Mainland’s total),
245 butterfly species, 55 mammal species, more than 130
dragonfly species, 91 reptiles species, and 25 amphibian
species.” The UNESCO Global Geopark showcases
coastal erosional landscapes and volcanic hexagonal rock
columns, while the Ramsar-recognised Mai Po wetlands
and fishponds accommodate up to 66,000 migratory birds
each winter®®. Together, these ecosystems form one of Asia’s
most ecologically diverse and culturally significant natural
environments. Preserving and enhancing Hong Kong’s
natural capital is therefore central not only to environmental
stewardship but also to the city’s long-term liveability, tourism
appeal and economic competitiveness.

Achieving this vision will require sustained, long-term
investment that goes beyond traditional public financing,
demanding a fundamental shift in how nature related projects
are identified, structured, priced and financed, with clear
pipelines of bankable projects and robust measurement
frameworks. As Hong Kong broadens its climate agenda to
integrate nature, the design of innovative financing solutions
becomes a critical enabler and Hong Kong is well-positioned
to take on this role.




2. Leveraging Hong Kong’s Green and
Sustainable Bond Market

2.1 Existing Platform and
Architecture

Hong Kong has long been a premier global finance hub with
a clear policy and regulatory framework and strong market
infrastructure that supports capital and market growth.

The government similarly supports the development of its
green and sustainable bond market through a comprehensive
policy and regulatory architecture. This includes the GSBP,
regulatory coordination led by the Green and Sustainable
Finance Cross-Agency Steering Group (CASG) to align
supervisory expectations, the phased adoption of international
sustainability disclosure standards and frameworks, the
launch of the Hong Kong Taxonomy for Sustainable Finance,
and a range of capacity-building and market incentives.

In 2024, the HKSAR Government launched its Roadmap
on Sustainability Disclosure™, stating its intention to require
large publicly accountable entities to adopt the International
Sustainability Standards Board (ISSB) standards (IFRS S1
and IFRS S2) no later than 2028. IFRS S1 already requires
material nature-related disclosures, and in April 2026,
ISSB announced its intention to specifically address these
requirements in the form of an IFRS Practice Statement,
with a first draft to be published in October 2026. The
Statement will guide companies on how to provide nature-
related disclosures, drawing on the Taskforce on Nature-
related Financial Disclosures (TNFD) framework.” While
nature disclosures are playing catch up to carbon disclosures,
as of May 2026, 13 Hong Kong companies!® have publicly
committed to publishing corporate reports aligned with the
recommendations of TNFD.

Importantly, the Roadmap on Sustainability Disclosure
strengthens transparency and comparability of sustainability-
related disclosure, interoperability and comparability of data.
Together, these measures provide a coherent platform and
architecture to unlock green capital flows.

2.2 The Government Sustainable
Bond Program (GSBP)

Hong Kong’s sustainable bond strategy is closely aligned with
the Paris Agreement and national decarbonisation goals. In
2017, Hong Kong launched its Climate Action Plan 2030+"
and as part of this strategy, the Government announced
that it would take a leading role in green bond issuance
to promote sustainable finance. This commitment led to
the establishment of the Government Green Bond (GGB)
Programme in 2018, designed to set a market benchmark
and demonstrate the city’s commitment to green finance.
Since the GGB’s launch, the government has regularly
raised the borrowing ceiling from an initial HK$100 billion,
reaching HK$900 billion by March 2026.

In May 2024, the Programme was renamed and broadened
into the GSBP expanding its mandate to fund a wider range
of sustainable projects while maintaining robust use-of-
proceeds and reporting standards.

The HKSAR is the largest government green bond issuer
in the Asia Pacific region, handling 45% of the Asian
international Green, Social, Sustainable, and Sustainability-
Linked (GSS+) bond issuance.?’ As of August 31, 2025, the
Government had successfully issued around HK$240 billion
(US$31 billion) worth of green bonds under the GSBP.”

The city is also at the forefront of product innovation, issuing
its first batch of retail green bonds in May 2022%, the world’s
inaugural tokenised green bond in 2023% and the world’s
first multi-currency digital green bond in 2024%.

The HKSAR government is actively attracting GSS+
bond issuers through financial incentives, innovative digital
technology, regulatory support, and policies and frameworks
which align with international standards. In doing so, it aims
to aiming to expand the investor base, increase liquidity and
strengthen Hong Kong’s competitiveness (Box 2). These
efforts have helped anchor the market, establishing a market
standard and benchmark to support the growth of a broader
ecosystem of green and sustainable bond issuers.
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BOX 2 The Green and Sustainable Finance Grant Scheme

Launched in May 2021 and extended until 2027, the Green
and Sustainable Finance Grant Scheme offers subsidies
to eligible bond issuers and loan borrowers to help cover
issuance and external review expenses. To qualify, bonds
must meet specific requirements, including listing on the
Hong Kong Stock Exchange (HKEX) and clearance by
the Central Money Markets Unit (CMU). The scheme
comprises two tracks:

Track I (General Bond Issuance): First-time issuers
can receive subsidies covering 50% of eligible costs, up
to HK$2.5 million (or HK$1.25 million if the bond is
unrated).

Track IT (External Review): Subsidies cover 100% of
eligible pre- or post-issuance review costs, with a cap
of HK$800,000 per bond issuance.

By 2024, the grant scheme had broadened its coverage to
include transition bonds and loans, further encouraging
industry sectors to use Hong Kong’s platform for
decarbonisation financing.

The Digital Bond Grant Scheme was also introduced in
2024, providing up to HK$2.5 million for each eligible
digital bond issued in Hong Kong using distributed ledger
technology (DLT) on the CMU or a qualified third-party
platform, streamlining issuance time and administration.

In 2024, around 80% of total green and sustainable bond
issuance by volume (total issue size) in Hong Kong was by
private-sector issuers (Figure 1)? demonstrating the catalytic
role of public issuance in crowding-in private capital. It is
worth noting that a significant portion of the market volume
originates from Chinese mainland entities, which use Hong
Kong as an offshore financing hub to support national climate
and sustainability objectives and related policies encouraging
offshore green bond issuance.

In 2023 and 2024, HKEX was the leading venue for listings of
Chinese offshore green bonds, reflecting the city’s established
strengths in green and sustainable finance.

Eligibility of Nature and Biodiversity
Conservation Projects

Hong Kong’s Green Bond Framework is aligned with the
ICMA Green Bond Principles specifying that proceeds
must fund projects within nine eligible categories. As of
August 31, 2025, 116 projects had been funded by green
bonds through the GSBP under six of the eligible categories,
totaling approximately HK$240 billion of funds raised?
(Table 1). This track record demonstrates both the scale and
diversity of government-led investments and highlights the
existing platform that could be leveraged for nature-focused
financing in the future.

FIGURE 1 Industry composition of green and
sustainable bonds in Hong Kong (2024)
Source: Dealogic and HKMA staff extimates

B Financial Institutions

Governments and
development banks

[l Real Estate/ property
development corporates

Corporate - others

Furthermore, the GSBP provides a foundational financial
infrastructure for financing nature-related projects under
the Hong Kong Green Bond Framework. Eligible categories
already include activities that are directly and indirectly
related to nature and biodiversity conservation projects,
providing a strong starting point to build more targeted
nature and blue bond offerings over time (Table 1). Although
nature-themed bonds have yet to be issued in Hong Kong,
corporations such as the MTR are beginning to bring this
area into focus (Box 3).




Leveraging Hong Kong’s Green and Sustainable Bond Market

TABLE 1 Overview of Hong Kong’s Government green bond issuances (May 2019 to August 2025)
Source of data: Green Bond Report (Financial Services and the Treasury Bureau, 2025)%

Eligible projects by category* Examples of government-issued green bonds Relevant SDGs # Issues

Green buildings West Kowloon Government Offices; 7,11, 12,13 62
Heritage Conservation and Resource Centre;
Redevelopment of Kwong Wah Hospital

Water and wastewater management Sha Tau Kok Sewage Treatment Works 6 35
expansion; Yuen L.ong Effluent Polishing
Plant; Reclaimed Water Supply to Sheung
Shui and Fanling

Climate change and adaptation High Performance Computer System for the 13 10
Hong Kong Observatory; Rehabilitation of
Underground Stormwater Drains; Drainage
Improvement Works at Yuen LL.ong

Waste management and resource I.PARK1; O-PARKI, 2; GREEN@WAN 11,12, 14 4
recovery CHAI
Energy efficiency and conservation District Cooling System (DCS) at the Kai 7 4

Tak Development; DCS for Tung Chung New
Town Extension (East)

Pollution prevention and control 3D Air Pollution Monitoring Network 3,6,11 12,14 1
Renewable energy 7 0
Clean transportation 7,9,11, 13

Nature conservation & biodiversity 14, 15

Total number of issues 116

* As defined in Hong Kong's Green Bond Framework?
Funds borrowed underthe GSBP are credited to the Capital Works Reserve Fund to provide funding for sustainable projects of the Government.?®

BOX 3 Leaning towards nature - MTR bonds

The majority government-owned MTR Corporation typically raises funds specifically for projects that improve energy
efficiency, enhance environmental performance and support sustainable transportation. In recent years, biodiversity
and conservation, pollution prevention and climate adaptation have also been added to their “eligible projects,” with
small amounts of larger issuances allocated to ecological restoration of forests and wetlands and to soil remediation.
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3. Nature-Themed Bond Structures

3.1 Introduction

Nature-themed bonds represent an emerging segment within
sustainable finance, currently accounting for a modest
portion of the overall green and sustainable bond markets.
Nature bonds have been associated with debt-for-nature
swaps (DNS), where countries allocate savings from re
financed debt toward environmental conservation efforts.
The bonds issued as part of DNS were the foundation for
what today is emerging as a broader application of debt to
finance nature-related projects. Nature-themed bonds can
take several forms: use-of-proceeds (UoP), resilience bonds
(RB), sustainability-linked bonds (SLB), and outcome bonds
(OB). These instruments differ in how they allocate risk,
finance conservation outcomes and balance flexibility with
accountability (Figure 2).

Both UoP and RB offer financing for clearly defined eligible
projects where proceeds are earmarked for specific activities.
In contrast, the proceeds from SILB and OB allocate proceeds
for general purposes and link financial terms to pre-agreed
performance indicators or verified outcomes, including
biodiversity and ecosystem service indicators. The methods
of integration vary according to bond structure.

With clearly predefined nature targets, SLB and OB may not
attract as wide a range of investors as labelled bonds focused
solely on climate. However, the capital deployed may come

from more varied sources. This includes philanthropic and
impact investors dedicated to biodiversity, development
finance institutions that prioritise conservation outcomes
and insurers seeking risk reduction through nature-based
solutions.

Alongside its nature bond guidance, ICMA has also issued
voluntary guidelines: the Green Bond Principles, Social
Bond Principles, Sustainability Bond Guidelines, and
Sustainability-Linked Bond Principles (collectively known
as the Principles®?). These principles promote transparency,
disclosure, and best practices for bonds targeting
environmental or social objectives, and they channel capital
from global debt markets towards sustainable development.
The HKSAR Government uses these Principles as the
key international benchmarks for designing, issuing, and
reporting on its green and sustainable bonds®'. The GSBP
specifically integrates the ICMA framework into both its
structure and governance and requires all government green
bonds to adhere to the ICMA Green Bond Principles. This
approach ensures transparency, integrity, and alignment with
global market best practices, and Hong Kong consistently
updates its frameworks to reflect the latest ICMA standards.

A summary of these principles, along with the guidance and
frameworks available in Hong Kong to support the issuance
of these bond structures is provided in Figure 3 (see also
Annex V).
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FIGURE 2 Key features of Nature-themed bonds
Source: ADMCF, 2026

Use-of-proceeds Bond

Bond Investors

Coupons I I Principal

Resilience Bond

|
Specified Use of Funds
Funds to Funds to resilience Funds to Ocean/
Nature projects building projects Marine/ Freshwater
projects

Use-of-proceeds
General UoP Bond

A wide range of institutions and
entities interested in financing
eligible environmental and/or,
social, projects

Investors

Eligible Project

Resilience Bond Blue Bond

Institutional investors looking to
diversify and seeking impact and
financial returns

eligible projects

A wide range of institutions and
entities interested in financing
ocean-related and freshwater

Sustainability Linked Bond

Bond Investors

Coupons* I I Principal

General use funds
which help issuer
meet KPIs

A 4

General use,

agreed KPIs = KPlI verifier

* Coupons may vary if KPIs are not met or exceeded.

Sustainability-linked nature bond

A wide range of institutions and entities interested
in ESG outcomes.

Outcome Bond

Success
payment
Bond Investors e e Donor

sector**)

Low Coupon Principal

Principal

Present Value of (Market coupon
- lower than market coupon)/
discount factor, paid upfront

KPI Outcome
Verifier

Eligible project with
KPIs + outcomes

** May include revenue from the sale of carbon credits

Outcome bond

Impact investors, as well as a wide range of institutions

seeking measurable impact alongside financial performance

(NGOs/ Govt. private

General Funds

Role of Donors / Potential Investor

Provide extra returns to issuer Potential Investor

Potential Investor

Provide extra returns to investors when project KPIs are

Philanthropists when project KPIs are met. met. Help de-risk investments for private capital and play
Donors are generally beneficiaries a catalytic role in attracting private-sector investment
of improved resilience such as into projects that would otherwise be considered too risky
insurers and governments. or insufficiently profitable. Outcome payers are usually
philanthropic entities or governments.
Risk Credit/default risk of the issuer Credit/default risk of the issuer. Credit/default risk of the issuer Credit/default risk of the issuer Credit/default risk of the issuer

The issuer bears the risk of meeting The issuer bears the risk of
meeting the agreed targets

the agreed targets

The issuer bears the risk of meeting the agreed
targets

Investors and Donors bear the risk of meeting the agreed
targets

Coupon payments Coupon payments to investors,

regardless of issuer performance

Coupon payments to investors,
regardless of issuer performance

Coupon payments to investors,
regardless of issuer performance

Coupons rate may be linked to achieving KPIs, and
subject to increase if the KPIs are not met
Payments may vary depending on the achievement
of targets

Below market coupon is paid over the life of the bond. If
outcome payment is made, total return may be equivalent
to market return.

Cashflows Predictable and contractually fixed

May be some variability of coupon
payment by the issuer. Payment
dependent on the achievement of
targets

Predictable and contractually fixed

May be some variability of coupon payment by the
issuer. Payment dependent on the achievement of
targets

Variable, based on verified environmental and/or social
impact

Third-party Recommended
verification of

outcomes

Mandatory (To validate expected Recommended
loss reduction from improved

resilience)

Mandatory (Independent evaluator measures
achievement against targets)

Mandatory (Independent evaluator measures outcomes
against targets set)

This paper does not seek to recommend which type of nature-themed bond should be prioritised, rather, it aims to provide a brief comparison to illustrate potential applications and outcomes.
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FIGURE 3 Principles and Guidance for Nature Themed Bonds
Source: Adapted from Green Bond Principles (ICMA, 2025), Annex I

A Climate Bonds Resilience The Sustainability-Linked Outcome Bonds
The Green Bond Principles Taxonomy (CBRT) Bond Principles (No published guidance)
Use Of Proceeds (UOP) General Purpose
Core Components: Core Components:
1. Use of Proceeds 3.Management of Proceeds 1. Selection of Key Performance Indicators (KPIs) 3.Bond characteristics
2. Process for Project Evaluation and Selection 4. Reporting 2. Calibration of SustainabilityPerformance Targets (SPTs) 4. Reporting

5. Verification

Nature-themed Bonds: Examples of Existing Guidance
The Hong Kong Taxonomy for Sustainable Finance (HKMA, 2025) | SDG Impact Standards, Bond Issuer (UNDP, 2024) | Hong Kong Sustainability Disclosure Standards (HKICPA, 2024)

Use of Proceeds bonds Sustainability linked bonds Outcome bonds
Practitioners Guide dfor Sustainable Bonds for Resilience, Blue Bonds Sustainability-linked Bond Principles (ICMA, 2024) No formal guidance available
Nature (2025) Commonwealth Guide to Blue Bond Issurance Guidelines for Sustainability Linkes Loans
Green Bonds Principles (ICMA, 2025) (The Commonwealth, 2025) Financing Bonds (ICMA, 2024)
Social Bonds Principles (ICMA, 2025) Climate Bonds Resilience Taxonomy GSBP allows for Issurance of SLBs ASEAN
Sustainability Bond Guidelines (ICMA, 2021) (Climate Bonds Initaitive, 2024) Sustainability-linked Bonds Standards

Bonds to Finance the Sustainable Blue Economy - (ACMF, 2022)

A Practitioners Guide (ICMA, IFC, 2023)

3.2 Use-of-Proceeds Nature-Themed

Bonds BOX 4 ICMA Definition of Project Types for

. R Nature Bonds
The European Investment Bank (EIB) issued the worlds Source: Sustainable Bonds for Nature: A Practitioners

first green bond on July 5, 2007%, with funds specifically Guide (ICMA, 2025)
allocated to renewable energy and energy efficiency projects.
It was a pioneering initiative that aimed to combat climate
change, driven by investor demand for sustainable investment
opportunities. The World Bank followed with its first green
bond in 2008.

Nature-related projects may contribute to:

ecosystems and ecosystem services;

» transformation of economic activities to reduce one or
more of the direct drivers of biodiversity, ecosystems
and ecosystem services loss: land and sea use change,
overexploitation of natural resources, pollution,

Hong Kong’s existing Green Bond Framework already
recognises biodiversity and climate adaptation. However,
ICMA’s recently published Sustainable Bonds for Nature

Guide defines nature-related projects more broadly (Box spread of invasive species, and climate change;

4), and according to the guide, where the proceeds are * integration of nature-based solutions across economic

exclusively used to finance nature-related projects, the issuer sectors; and

may give the bond the secondary designation of a nature ~ « implementation of initiatives (policies for sovereign
bond.* Under the GSBP it is therefore possible to issue a issuers), tools, and activities that support projects
nature bond using the existing criteria. under () to (c) above.

A UoP nature bond can be sized to match the funding needs
of specific projects or structured more broadly to support a
portfolio of nature-related investments, making it suitable
for either small-scale nature-related projects or large-scale
infrastructure set-up costs for conservation projects. This
offers a flexible way to finance nature-based initiatives such
as those being proposed for the NM. . . .

conservation v) pollution prevention and control

These instruments can directly support early-stage activities,

* restoration and conservation of biodiversity,

Such projects can span all the 10 eligible green project
categories of the Green Bond Principles (GBP) in
which case they would also contribute to one or more
of the GBP’s five specified environmental objectives: 1)
climate change mitigation ii) climate change adaptation
iii) natural resource conservation iv) biodiversity

such as zoning, technical studies, and feasibility research,
by providing upfront capital tied to specific conservation
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or infrastructure projects, thereby ensuring clarity and
accountability. They can fund nature-based solutions such
as blue-green infrastructure including habitat creation/
enhancement/restoration in accordance with the Hong Kong
Nature-based Solutions Design Guidelines (HKNbSDG)
(see section 4). This provides the opportunity to include
monitoring KPIs to demonstrate the nature benefits delivered.
Such projects may also be structured as larger multi-
project issuances covering the full scope of NM and related
conservation efforts in Hong Kong.

A key benefit for government-issued nature-themed UoP
bonds would be to facilitate the adoption of NbS. It would
signal a strong public-sector commitment, instilling confidence
in businesses to expand their own nature-related investments.

Government leadership could catalyse participation from
corporates, such as property developers, logistics/ shipping
companies, port operators, transport providers, and I&T
companies, encouraging them to integrate nature outcomes
into their operations and financing strategies. Coordinated
action could mobilise diverse capital, accelerate delivery of
ecological and community goals, and gradually shift costs from
public budgets to investor-backed financing. Global examples
of recent UoP nature bonds are provided in Table 2(a).

Further reflecting the strategic importance of investing in
nature and the broader set of financing instruments available
in the market, in May 2026, Hang Seng Bank and HSBC
provided a “Biodiversity” Loan to Henderson Land (Table
2b), the first of its kind in Hong Kong.

TABLE 2 Global examples of Use-of-proceeds nature bonds and loans
Issuer Year Targeted projects Bond details

(a) Central 2026 To finance nature-focused projects Tenor: Syrs
American across key categories including Size: US$ 100 million
Bank for Sustainable Land Use, Water Resource Currency: USD
Economic Protection, Sustainable Water ¥ , )
Integration Management and Nature Protection. Framework: CABEI = Sl{stalnable Bond
(CABEI) Framework and aligned with ICMA Sustainable

Nature Bond
Multilateral Development Bank

First-ever Nature Bond issued by a

Bonds for Nature: A Practitioner’s Guide

Outcomes: Ecosystem restoration, sustainable
land use, water resource protection

Ecuador 2026 Funding for five strategic pillars: Tenor: S5yrs
Biodiversity prodgctive land use.and. agriculture; Size: US$ 120 million
Bond (Banco sustainable production in freshwater and Currency: USD
Bolivariano) marine ecosystems; waste and plastics v o
management; forestry activities and Framework: ICMA Green Bond Principles
plantations; and tourism and ecotourism and ICMA Sustainable Bonds for Nature:
services A Practitioner’s Guide, and is structured
under the bank’s own Biodiversity Financing
First biodiversity bond in Ecuador; Framework
largest of its kind in Latin America; Outcomes: Productive land use, sustainable
supported by IFC, IDB Invest, and marine/freshwater production, waste
FMO management, forestry, ecotourism
Lender Year Targeted projects Bond details
(b) Hang Seng 2026 To finance biodiversity-enhancing Framework: Aligned with the Green Loan
Bank, HSBC initiatives at a new property Principles*, with a specific focus on urban
development, Central Yards. The biodiversity.
Borrower: use-of-proceeds includes procurement
Eaerrllgerson :rfnralli?:;slt)el:?r?st Egrefﬁzsﬁgﬁgﬁar;gi Outcomes: Urban biodiversity, conservation,
Development and management of the urban forest zgigll?girtlces;?ﬁ Eelirrrllproved miereeliimele amd
Company implementation of surveys, assessments v &
Limited and monitoring to evaluate the

progression of urban biodiversity at

Central Yards.

First biodiversity loan in Hong Kong

* Loan Syndications and Trading Association
(LSTA) , 2025. Green Loan Principles.

Loan-specific terms and conditions are
confidential as this is a tri-party facility.
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Resilience Bond (RB)

Resilience bonds are financial instruments that fund projects
designed to strengthen communities, infrastructure and
ecosystems against climate shocks and natural disasters.
They can be an important tool to shift investment from
reactive disaster recovery to proactive risk reduction, saving
money and lives while promoting sustainable development.

An RB is a use-of-proceeds instrument in which KPIs are
not obligatory. Its primary feature is that the funded projects
must contribute to reducing physical climate risk. The RB
provides principal protection and investors receive a fixed
coupon. However, the issuer may also be eligible for a rebate
from beneficiaries of the enhanced resilience, such as insurers
and governments, who financially benefit from lower payouts
resulting from reduced climate-related damages.

In September 2019, the Climate Resilience Principles
(CRP)%, a framework for assessing climate resilience

TABLE 3 Global examples of resilience bonds

investments, were launched by Climate Bond Institute (CBI),
Climate Resilience Consulting (CRC), and World Resources
Institute (WRI). This was shortly followed by the world’s
first dedicated resilience bond issued by the European Bank
for Reconstruction and Development (EBRD). CBI then
published the Resilience Taxonomy White Paper in June 2023,
setting the stage for standardised classification. In 2024, they
released the Climate Bonds Resilience Taxonomy (CBRT)3,
a framework which defines credible and impactful projects
and guides investment to ensure that resilience considerations
are integrated into the broader sustainable finance market.%
The first certified resilience bond issued under this taxonomy
was by the Tokyo Metropolitan Government in October 2025
providing funding for large-scale adaptation projects such
river upgrades, greater protection for the PPort of Tokyo and
improving coastal defense in and around greater Tokyo—
potentially benefitting 14 million residents.?” The deal was
seven times oversubscribed?®®, indicating strong investor
appetite. This, and another example, are presented in Table 3.

Targeted projects Bond details

Tokyo 2025 Upgrading rivers to enhance flood Tenor: Syrs

Metropolitan resilience . Size: : €300 million (US$ 350 million)

GoYe.rnment Upgra.dlng coastal protection Currency: JPY

Resilience Bonds River infrastructure to strengthen i . )
e Framework: Certification under the Climate
Undergrounding utility poles Bonds Resilience Taxonomy
Sediment disaster prevention Outcomes: to strengthen the city’s ability to
Renovating port facilities to protect ~ cope with extreme weather events, including
remote islands typhoons and torrential rain, as well as seismic

activity
Coupon: 2.625%
EBRD’s Climate 2019 To finance EBRD’s existing and Tenor: Syrs

Resilience Bond
include:

Climate resilient infrastructure
(e.g. water, energy, transport,

communications and urban
infrastructure)

Climate-resilient business and

commercial operations; or

Climate-resilient agriculture and

ecological systems

Coupon: 1.625%

new climate resilience projects which

Size: US$700 million
Currency: USD

Framework: Climate Resilience Principles
(CRP)

Outcomes: to finance projects specifically for
building resilience to climate change, including
climate-resilient infrastructure (water, energy,
transport), agriculture, and commercial
operations.

Implementation of new CRP standards,
creating a framework for evaluating and
selecting projects that reduce vulnerability to
climate risks.
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Blue Bond

The blue economy spans a set of interconnected sectors
— sustainable fisheries and aquaculture, coastal tourism,
maritime transport, offshore renewable energy, and seawater-
based infrastructure. Each potentially facing significant
unmet financing needs and each generating returns across
jobs, food security, and community resilience. Underpinning
these sectors are marine and coastal ecosystems (including,
fisheries, mangroves, seagrasses, coral reefs, and wetlands)
that provide the natural infrastructure on which the
majority of productive blue sectors depend (Box 5). This
interdependence is the central rationale for blue bonds.

Blue bonds follow the same international standards as green
bonds and according to ICMA’s GBP, the use-of-proceeds
are deployed to finance projects supporting the ‘Sustainable
Blue Economy and Ocean Health.” In contrast to green bonds
that have evolved largely as a tool for generic environmental
financing, blue bonds are being primarily structured to
ensure the health of marine and freshwater ecosystems as
a condition of the capital they deploy. For example, blue
bonds can embed nature-positive outcomes directly into
the financing of aquaculture, offshore energy and coastal
infrastructure. It is this dual capacity that distinguishes
blue bonds as a powerful instrument within the sustainable
finance toolkit. Notably, blue bonds also include water and
sanitation (UNSDG®6) and are thus not restricted to ocean
related financing.

Indicative blue project categories include®®:

e marine ecosystem management, conservation and
restoration;

¢ coastal climate change adaptation and resilience;

¢ sustainable fisheries and aquaculture;

¢ reducing marine pollution (wastewater, solid waste
and non-point source pollution within defined coastal
proximity);

* marine renewable energy;

* sustainable ports and marine transport; and

* sustainable coastal and marine tourism.

Non-renewable extractive industries, including offshore
oil and gas, deep-sea mining, and dredging, are explicitly
excluded, as are unsustainable practices across all eligible
sectors.

Beyond specific blue bonds, both green bonds and
sustainability-linked bonds may include “blue” elements
but with a broader range of outcomes than solely water and
ocean-based use-of-proceeds.

The first blue bond was issued by the Republic of Seychelles
in 2018 raising US$15 million. As of June 2026, the labelled
Blue bond market is estimated at 20bn USD including more
than 2bn USD issued year to date.*

Investor appetite is growing, particularly in Asia, where
economies depend heavily on marine resources. The main
constraint is not demand but supply: a shortage of bankable
blue projects and robust frameworks to assure investors of
genuine impact. Asset managers at the vanguard of the asset
class note a discernible shift among asset owners to integrate
ESG exposure via blue bonds, citing first-mover advantage
and attractive risk-adjusted returns.

Sovereign issuers play a critical role in developing the blue
bond market by providing policy leadership, establishing
market benchmarks and mobilising capital for sustainable
ocean investments. Examples of Blue Bonds in Asia to date
are provided in Table 4. Notably, the Chinese Mainland’s
existing blue taxonomy offers a valuable reference point for
Hong Kong as it develops its own taxonomy.

BOX 5 Defining Blue Infrastructure

While ‘blue bonds’ and the ‘blue economy’ are
increasingly well-defined in capital markets guidance,
the underlying asset class ‘blue infrastructure’, warrants
its own definition.

Drawing on the recent paper from World Economic
Forum’s framing of ports as systems embedded
within coastal, delta and marine environments*,
blue infrastructure can be defined as: Physical and
natural assets, engineered, restored, or hybrid that
manage, protect, or draw value from water systems and
marine/coastal ecosystems, including rivers, wetlands,
mangroves, seagrass meadows, coral reefs, drainage and
retention networks, and coastal defences, and that are
designed to deliver measurable ecological, resilience or
economic outcomes alongside their engineering function.

This distinguishes blue infrastructure from “blue-green
infrastructure” (which pairs it with terrestrial green
elements such as urban planting and ecological corridors)

* World Economic Forum (2026) Future-Proofing Ports: Nature,
Climate and People as Drivers of Competitiveness
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TABLE 4 Global examples of Blue Bonds

Targeted projects Bond details

China Water
Affairs Group
Limited (CWA)

2025

Sustainable Water Tenor: 5yr
Size: RMB 1 billion (US$ 150 million)
Currency: RMB
Framework: CWA Green and Blue Finance Framework,
aligning with the ICMA Green Bond Principles, the Loan
Market Association green loan principles and IFC Blue
Finance Guidelines.
Outcome: Aims for reduced water loss, water savings,

improved energy efficiency, increased accessibility to clean
water.

Government of
Indonesia

2023

Sustainable fisheries Tenor: 7yr and 10yr tranches
management Size: JPY 20.7 billion (US$150 million)
Marine and coastal
ecosystem protection
Marine pollution reduction

Currency: Japanese yen-denominated samurai bond

Framework: Issued under Indonesia’s existing SDG
Government Securities Framework. Coordinated by a
dedicated Blue Finance Advisory Committee (chaired by
BAPPENAS) across five government agencies.

Outcome: Achieved tighter spreads than prior issuances,
reflecting growing investor confidence in Indonesia’s
sustainable finance programme.

Asian
Development
Bank (ADB)

2021

Fisheries and aquaculture  Tenor: 10yr (NZD), 15yr (AUD)
Wastewater and sanitation  Sjze: : ~US$302 million

Slobdl v ImandEOmo Currency: AUD208 million and NZD217 million

Marine renewable energy ] )

Green ports and shipping Framework: First MDB bopd undeF a combined green
and blue bond framework, aligned with ADB’s Ocean
Finance Framework and Healthy Ocean Action Plan.
Second Party Opinion provided by CICERO.

Outcome: Demonstrated that an existing green bond
programme can be extended to incorporate dedicated blue
criteria without a new standalone framework.
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3.3 Sustainability-Linked Nature
Bond

Sustainability-linked Nature Bonds (SLLNB) are at a nascent
stage. The world’s first Sustainability-linked Bond (SLB)
was issued by Enel Group* (Italy’s largest utility company)
in September 2019, marking a major milestone in sustainable
finance. It tied the bond’s coupon rate to Enel’s progress
toward specific United Nations Sustainable Development
Goals (SDGs), particularly increasing renewable energy
capacity and cutting greenhouse gas emissions. This
transformed sustainable finance by linking corporate
funding costs directly to environmental outcomes and also
demonstrated that capital markets could reward or penalise
measurable progress toward decarbonisation, paving the
way for hundreds of subsequent issuances across sectors and
regions. In the case of Enel, the company missed it’s 2023
targets, which cost it an additional €83 million in payments
to investors.*

For SLNBEs, issuers commit to achieving predefined nature-
related KPIs, such as biodiversity improvements, habitat
restoration milestones and water-quality targets. If KPIs are
missed, the issuer typically pays a higher coupon, creating
a direct financial incentive to meet nature-positive targets.

Global issuance of sustainability-linked bonds (SL.Bs) has
fallen sharply, declining 38% from a 2023 peak of US$22.8
billion to US$7.9 billion in 2024*. This decline partly
reflects growing investor skepticism driven by concerns over
greenwashing. The absence of a universal benchmark (such
as the Paris Alignment) for evaluating KPIs has led investors
to question the ambition, materiality, and robustness of the
sustainability performance targets embedded in many SLBs.
Furthermore, because SLLB targets are company-specific,
assessing their credibility often requires substantial manual
analysis. This results in higher due diligence and monitoring
costs, as well as greater perceived risk compared with other

forms of labelled debt.

TABLE 5 Global examples of Sustainability-Linked Bonds

Issuer Year Targeted projects Bond details

Auckland 2025 KPI: to plant one million Tenor: 3yrs

Council, New native trees by the end of  §jze: NZD 250 million (US$147 million)

Zealand 2027 Currency: NZD
Framework: Auckland Council Sustainable Finance
Framework aligns with the ICMA Sustainability-Linked
Bond Principles 2024 and ICMA Sustainability-Linked
Loan Principles 2025
Outcome: If the planting of 1 million trees target is
missed, Auckland Council will pay another NGO to do the
planting to meet the target

The Oriental 2022  KPI1: reduce GHG Tenor: 12yrs

Republic of
Uruguay

emissions per GDP unit
annually (%)

KPI2: maintain hectares of
native forest each year (%)

Size: US$1.5 billion
Currency: USD

Framework: Uruguay Sovereign Sustainability-Linked
Bond Framework

Outcome: To support the climate and environmental goals
set in Uruguay’s first Naturally Determined Contribution
to the Paris Agreement

Coupon: If targets met, coupon reduces by up to 30bp
(Issuer pays 30bp less)
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3.4 Outcome Bond

Outcome bonds use existing issuance systems but offer new
ways for investors to back targeted development initiatives
(Table 6). Proceeds of outcome bonds can be used for general
government funding, not just nature-focused initiatives.
Investors accept some risk as to whether conservation KPIs
will be achieved and therefore agree to receive lower-than-
market interest payments throughout the bond’s term. In
this performance-linked model, instead of directly financing
conservation efforts with bond proceeds, the activities are
funded through upfront payments which are primarily
composed of savings generated from reduced coupon
payments to investors.

If environmental/ social outcomes are met after confirmation
by independent verification, donors or philanthropic groups
then provide payments so that investors ultimately earn
returns comparable to market rates. Third parties working

TABLE 6 Global examples of recent Outcome Bonds

alongside conservation organisations, oversee monitoring and
verification to maintain objectivity and credibility. The main
bond proceeds may be used for broader purposes, while the
outcome payment is allocated to the investor.

Due to their multi-party nature, outcome bonds can be
complex and more costly to structure. However, they offer
reputational benefits, attract impact-driven investors and
bring together private-sector stakeholders, philanthropic
foundations and civil society partners.

Since 2022, the World Bank has issued several outcome
bonds, directing funds to ‘hard to attract private capital’
projects and tying a portion of returns to the project’s results.
Hong Kong has yet to issue any outcome-based bonds. The
Cape water performance-based bond (Table 6) is the first
capital-markets instrument issued by a commercial bank
globally where investor outcomes are directly tied to verified
ecological and environmental restoration outcomes.

Issuer Year Targeted projects Bond details

Rand Merchant 2026 Cape water performance-based bond
Bank (RMB), Purpose: the removal of invasive plants
South Africa to restore priority catchments in the

Western Cape Water Supply System by
supporting the work of TNC-SA and
the Greater Cape Town Water Fund

Tenor: 5 years
Size: ZAR 2.5 billion (US$152 million)
Currency: ZAR

Outcome: Directly tied to verified ecological
and environmental restoration outcomes.

The World Bank 2024

reforestation in the Amazon

Approach: to monetise carbon removal

units by selling to Microsoft

Amazon Reforestation-Linked Bond
Purpose: to finance large scale native

Tenor: 9 yrs
Size: US$225million
Currency: USD

Framework: US$36million paid upfront to
acquire or lease land to replant native forests

Outcome: Investors receive outcome payment
based on number of carbon credits generated

The World Bank 2025 Indonesia Coral Reef Bond:

Purpose: to improve coral reef health
and conservation outcomes in target

marine protected areas

KPI: 25% increase in coral reef fish
biomass within core zones relative to

control sites.

Tenor: 5 yrs

Size: US$200million

Currency: USD

US$10million paid upfront to Indonesian
Environment Fund (IEF) to administer the
project

Framework: US$36million paid upfront to
acquire or lease land to replant native forests

Outcome: Investors receive outcome payment
based on achieving KPI. Outcome paid by GEF
(US$13.76m and BNP US$1m)
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4. Application & Nature Financing
Opportunities In Hong Kong

4.1 Policy Tailwinds Propel Nature
in the Northern Metropolis
Development

The Northern Metropolis* is a transformative, multi-
decade development plan that integrates NbS into urban
expansion. It aims to transform around 30,000 hectares
in Hong Kong’s Yuen LLong and North Districts into a
new economic, housing, and innovation hub.*® Designed
to strengthen integration with Shenzhen and the broader
Greater Bay Area, the NM aims to position Hong Kong
as an international centre for innovation, technology and
cross-border collaboration. It is strategically important,
providing over 3,000 hectares of new development land,
creating additional housing and employment opportunities,
and serving as a key engine for Hong Kong’s long-term
competitiveness.

The Chinese Mainland’s 15th Five-Year Plan explicitly
backs Hong Kong in accelerating the development of
NM to deepen economic and technological integration.*
This development is further expected to be an integral
component of Hong Kong’s first Five-Year Plan, currently
under development.

NM is located across a rich and varied natural environment
that provides important ecosystem services (critically,
flood protection). Ensuring climate resilience depends on
integrating natural systems, such as wetlands, green corridors
and sponge city principles, into the development’s urban
fabric.

The NM Development Strategy explicitly adopts
“UrbanRural Integration” and “Proactive Conservation”
as planning principles” and envisages conservation parks
and wetland protection as integral to its development. These
are vital for reducing flood risk, enhancing biodiversity,
improving community well-being, and building climate
resilience.

Notably, a priority under BSAP 2035 is advancing “blue-
green infrastructure” in Hong Kong. As a form of NbS, this
approach seeks to turn built environments into functioning
ecosystems. Examples of its benefits include managing urban
water systems, reducing flooding, cooling urban centres

and supporting biodiversity. In furthering this goal, the
BSAP 2035 prioritises three key actions: forging private
partnerships to fund nature-positive projects, promoting
NbS in large-scale developments, and sharing outcomes
through a public platform. Collectively, these initiatives
can strengthen Hong Kong’s long-term sustainability and
climate resilience.

In March 2026, the Civil Engineering and Development
Department (CEDD) and AFCD jointly issued the
HKNbBSDG. The guidelines promote the application
of NbS to address societal challenges by protecting,
sustainably managing and restoring ecosystems, striking
a balance between development and nature conservation
while enhancing Hong Kong’s climate resilience and driving
sustainable development.*®

The government has stated its intention to incorporate
the design principles embedded in the HKNbSDG in the
planning and development of the NM, to enhance climate
resilience and promote biodiversity. Evidence suggests that
nature-related financial risks are highly concentrated in
specific geographies and assets, with a relatively small share
of assets in environmentally sensitive locations accounting
for a disproportionate share of financial impact.*® This
reinforces the importance of spatially explicit planning and
financing approaches in developments such as the NM, where
ecological sensitivity, water stress and land-use dynamics
must be factored into project design and capital allocation.

These policy tailwinds position nature-themed bonds to
deliver the scalable, long-term capital for embedding natural
systems into the NM.

4.2 Project Pipeline

The NM provides opportunities for nature bond issuance
for both identified conservation projects as well as proposed
blue-green infrastructure. Examples at varying stages of
planning and development include:

¢ Sam Po Shue Wetland Conservation Park (SPSWCP)
* Coastal Protection Park (CPP)
e San Tin Technopole Blue Green Network (STT)
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Sam Po Shue Wetland Conservation Park (see Annex II)

Location:

Neighbouring San Tin Technopole in the NM Innovation and Technology Zone (338ha.)

Description:

As part of the proposed Wetland Conservation Parks System, the Government will establish the Sam
Po Shue Wetland Conservation Park of about 338 ha, to enhance the ecological quality and biodiversity
of the NM, provide the public with high-quality outdoor eco-education and eco-recreation facilities, as
well as to promote modernised and sustainable aquaculture in the Park. As of May 2026, the SPSWCP
is at the public consultation/detailed design stage. Its completion date (over two phases) is targeted for
2039 and the budget for the detailed design for the first phase (150ha) is estimated at HK$84.9 million.

Proposed Coastal Conservation Park (see Annex III)

Location:

Tsim Bei Tsui and Pak Nai (2,370 ha.)

Description:

AFCD is exploring establishing a coastal protection park, with a view to protecting the coastal ecosystem
and biodiversity to serve as the feeding, roosting and breeding habitats for waterbirds and other wetland
wildlife, preserving the natural landscape of Deep Bay coastal areas, and promoting eco-tourism by
leveraging the local natural resources, rural characteristics and unique scenery.

In line with the NM principle of Proactive Conservation, the CPP could unlock significant benefits including
flood protection, improved water quality, enhanced local livelihoods, and educational and recreational
opportunities — positioning it as a flagship model for urban development that enhanced natural capital.
As of May 2026, the CPP was at the feasibility study stage.

Blue-Green Infrastructure (see Annex IV)

Location:

San Tin Technopole (626 ha)

Description:

The NM design aims to integrate a connected blue-green network of water systems (blue) and natural
landscapes (green) to support ecology, climate resilience and quality of life. In the San Tin Technopole
(comprising of an I&T Park and San Tin Town Centre), this includes implementing flood storage
facilities, revitalising drainage channels and creating floodable open spaces—reducing drainage burdens
while promoting urban greening. Ecological corridors are planned to reconnect fragmented habitats,
enabling wildlife movement and biodiversity conservation. Together, these features provide public spaces
for walking and cycling, enhancing climate resilience and creating a healthier, more attractive living and
working environment. As of May 2026, STT is in the early construction stage. The San Tin Technopole
Outline Development Plan®® was formally adopted on February 25, 2026, providing the statutory land-
use framework.

Using these projects as examples, in the following sections
we demonstrate how nature-themed bonds could be applied
in the NM, bearing in mind effective financing for nature-
related projects requires understanding capital needs across
the full project lifecycle (see Annex 1). Nature bonds can
help de-risk early-stage development, enabling innovative

financing and catalytic capital throughout the lifecycle and
potentially attracting private investors (e.g. impact funds,
philanthropy, corporate capital) in the medium- to long-term.
This ideally shifts these projects from purely public-funded
models to those supported by diversified funding sources.

21



Application & Nature Financing Opportunities In Hong Kong

4.3 Capitalising on the GSBP

The Green Bond Framework offers a potential pathway to
raise capital at scale for nature related projects. The proceeds
of each Green Bond are credited to the Capital Works Reserve
Fund (CWRF), administered by the Financial Services and
the Treasury Bureau (FSTB) pending earmarking to eligible
projects including ‘Nature Conservation/ Biodiversity’
(Figure 4).> Notably, most eligible project categories are
well-defined, except for Nature Conservation/Biodiversity,
so adopting clearer definitions to this category would be
beneficial.

‘Proactive conservation’ and ‘Urban Rural Integration’
projects, such as wetland and habitat conservation are
integral to the NM and due to their specific infrastructure
needs and alignment with capital works expenditure
requirements, may be suitable for allocation under the
CWREF using Green Bond proceeds. Such projects could
be framed around the creation or upgrade of physical and
natural assets that deliver measurable nature conservation
and biodiversity outcomes.

However, nature-based infrastructure (including blue-

green infrastructure and NbS) may be partially or entirely
composed of living ecosystems and natural resources (e.g.,

TABLE 7

to manage storm water-natural flood plains, sponge city
designs, and mangrove restoration). Unlike traditional
grey infrastructure, such systems require large-scale
conservation efforts, particularly those involving coastal
protection, restoration, climate resilience, and protected area
expansion; which in turn require ongoing capital allocation
for establishment, maintenance, monitoring and the adaptive
management required for biological ecosystems to survive.
Such operational expense allocations are not currently
permitted under the CWREF. Importantly, the HKNbSDG
assists users including government departments / developers
in improving the planning and design of NbS projects,
particularly in works projects and new development areas.
As these guidelines are instituted by the government for
public works, it would be logical for the requisite (holistic)
financing to come from GSBP.

While the eligibility of such financing under the GSBP
may as noted encounter operational and potentially legal
constraints due to CWRF requirements, these challenges
are not insurmountable. They instead call for strategic and
innovative thinking, combined with policy discussions to
clarify project bundling, accounting treatment, and how
nature-related expenditures can align with existing public
works frameworks (Table 7).

Consideration for issuing a Nature Bond under GSPB

Challenge of CWREF for NbS allocation Considerations

Asset Type

Funds physical engineering
(“hardware”), not living systems.

Hybrid engineering — Integrating NbS costs directly
into major, approved CWREF infrastructure line-items

Expenditure

e.g., “Smart Flood Alleviation and Resilient Highway
Network,” where the eco-shorelines, sponge-city retention

Covers upfront capital (CapEx),
not the ongoing operational costs
(OpEx) that nature projects require
to succeed.

Scale

Handles large, monolithic projects, engineering codes (¢.g., Head 705),

whereas biodiversity can be small and

I — Establishing a Capitalised “Ecosystem Maintenance

Endowment Fund

Jurisdictional

Confined to Hong Kong SAR, while
ecosystems are cross-border (e.g.,
with the GBA).

Deploy a portion of the initial UoP bond allocation as
a lump-sum capital subvention to establish or expand
an independent statutory endowment fund to generate

Accounting

Lacks frameworks to value natural
assets like carbon sequestration or
storm protection.

a continuous, recurring revenue stream, for long term
management of natural resources

(Note: The Financial Secretary may at his discretion,
authorise the investment in such manner as he may
determine of any moneys held in the CWREF at any time)

ponds, and green roofs are auxiliary components of the civil
engineering project and can be cleared under standard civil
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FIGURE 4 Pathway to Issuing a UoP Nature Bond under the GSBP

Note: Potential Use-of-Proceeds identified for SPSWCP are based on government documents /proposals (For the purposes of this paper it is
assumed that similar works could be funded under CPP)

GSBP

Govtissues a green/ nature
themed bond

(10-15 years tenor) $$$

Eligible Category

Nature
Conservation /

CWRF

Bond proceeds credited as statutory requirement
Central pool of funds for capital works
Existing governance & controls

» public works programme;

« the purchase and installation of equipment consequential on
implementing the public works programme;

« development, purchase and installation of major systems and
equipment used by the Government;

« capital subventions;

« land acquisition

Biodiversity

Main Environmental
Objectives and benefits

Biodiversity conservation
Conservation and
sustainable use of terrestrial
inland freshwater and
marine ecosystems

Description
Conservation and

restoration of natural
environment and biodiversity

Alignment with GBP 2021
Terrestrial and aquatic
biodiversity conservation
Environmentally sustainable
management of living natural
resources and land use

$$$

Nature-related Works UoP

Sam Po Shue Wetland Coastal
Conservation Park Protection
(SPSWCP) Park (CPP)

Feasibility and Technical design, including landscape design (consultancies)

San Tin Technopole (STT)

Blue/green infrastructure (UoP)

« Nature-based Solutions (NBS)
meeting standardised and
systematic NbS design guiding
principles

« Planting works, landscape
integration with building, vertical
greening, green roof and screen
planting in future development
sites —

« River/drainage channels,
retention ponds, wetland, open
space and knolls integrated to
create a blue green network

» Major landscaped corridors
along the planned SPS WCP and
the two revitalised drainage

« Ecological and fisheries
enhancement measures
(e.g. wetlands restoration
and enhancement, upgrade
of aquaculture ponds and
introduction of sustainable
aquaculture technologies; nature
based coastal defence features
such as restoration of coral reef,
mangroves, seagrass, oyster reefs;
ecological corridors and habitat
connecting infrastructure)

Reporting &

Transparency

« Proceeds allocation by
Steering Committee

« Annual Green Bond Report

« Environmental impact
metrics

» Impact Reporting GSBP:
Area conserved/
sustainably managed (ha)
# of nature conservation/
biodiversity facilities
constructed

channels (i.e. STEMDC and
STWMDC) in the east and west

« Establishment of wildlife
corridors

Physical Infrastructure (UoP)

« Eco-education, eco-recreation and
eco-tourism facilities*

» Wetland Conservation Park
Management Offices*

« Fisheries Research Centre(s)*

« Ancillary works (including road
works, drainage, sewerage,
waterworks, utility services,
landscaping works, electrical
and mechanical, and associated
works)*

« Riverside park
« Cycle paths

« Landscape treatments, including
water features

Works Requiring Clarification on Eligibility

« Conservation management and enforcement activities
» Monitoring systems
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4.4 Innovating with Resilience,
Sustainability-linked and
Outcome Bonds

Resilience bonds could be a powerful tool to help Hong
Kong finance climate adaptation such as flood defenses,
stormwater management, and resilient infrastructure. This is
particularly relevant for the NM given Hong Kong’s exposure
to heat, typhoons, extreme rainfall, and rising sea levels.
Resilience bonds would allow capital to be raised proactively
for disaster risk reduction while attracting global investors.

By providing environmental services, NbS can result in
lower annual losses, and therefore insurers and reinsurers
may offer these savings as a form of resilience rebate to the
bond issuer, and/or lower premiums to protected properties.
In Hong Kong, this might include expanding mangroves,
restoring wetlands, upgrading natural hydrological systems,
creating living shorelines and oyster reefs, establishing buffer
zones along sensitive coastlines, and improving water quality
to reduce contamination caused by storms.

Example: STT Blue Green Network

Sustainability-linked nature bonds in Hong Kong
can be attractive because they provide greater flexibility in
managing finances compared to using proceeds for specific
projects. An SLLNB could provide capital at different stages
of the NM development, from building infrastructure to
ongoing operations. As SLNB may link financial terms
directly to quantifiable ecological KPIs, such as water quality,
biodiversity improvement, or measures of resilience — the
consequence of setting rigorous targets is that these bonds
can incentivise issuers to deliver both immediate and long-
term outcomes. This links financial rewards to positive
ecological performance. If targets are not met, issuers may
face paying higher coupon payments. When designed with
credible, transparent metrics, SLNBs can attract ESG-
focused and impact-driven investors.

Example: Sam Po Shue Wetland Conservation
Park

Issuer: HKSAR Government

Use-of- Revitalised river and drainage channels

proceeds: (namely San Tin Western and San Tin
Eastern drainage channels), retention
ponds and sponge city infrastructure for
flood management.

Tenor: 5-15 years long term to ensure the
establishment of the blue green network
and ecological functioning)

Return Base interest rate + resilience rebate tied

mechanism to avoided losses

(coupon):

Avoided As agreed in advance, insurers pay

losses: annual premium rebates if the project

reduces expected flood losses due to the
revitalised drainage channels, retention
ponds, sponge city infrastructure.
Payments are made to the Issuer to
reduce the fiscal burden.

Issuer: Private Property Development Company

Use-of- General corporate purposes (as is

proceeds: standard for SLLBs)

Tenor: 10 years (aligned with ecosystem
productivity timelines)

Coupon: Base rate / standard market coupon

KPI: Cumulative hectares of wetland and
mangrove habitat restored and under
active conservation management within
SPSWCP, population increase/stability
of the Eurasian Otter

Baseline: 0 hectares

(2026)

Target: Number of ha restored/created (35 ha
enhanced freshwater wetland habitats,
10 ha of pond habitat, 253ha managed
as the Eco-friendly Aquaculture Zone,
40ha managed as Fisheries Enhancement
Zone, # Gei Wais restored and
functioning)
Issuer pays base Investor confidence is
rate for full 10-  reinforced

(> targets # by

2036) year term
Issuer pays base Penalty applies.
rate + 0.30% The additional
p.a. for the interest could be

(2<0t3zg)gets# %  final 5 years (or contractually directed

to an environmental
compensatory fund

remaining term)
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Outcome-based nature bonds could help fund public
projects in the NM, with coupon savings being directed
to conservation projects, such as protecting endangered
species, for example the culturally important horseshoe
crabs and oyster reef restoration in Deep Bay. These efforts
could include restoring crab spawning habitats near Sheung
Pak Nai and Ha PPak Nai and safeguarding their nursery
mudflats, and rebuilding oyster reefs that act as natural
breakwaters providing protection against storm surges.
Under this structure, investors accept a lower-than-market
coupon but could receive an additional payment if agreed
targets, such as an increase in the number of horseshoe crabs
and restored oyster reefs, are achieved. Social outcomes
can also be factored into the KPs such as local community
members benefitting from nature-based/sustainable income.
The outcome payer may be the government, a conservation
NGO, or a philanthropic foundation interested in supporting
transparent biodiversity initiatives. Donor-backed outcome
payments ease pressure on public finances, transfer financial
risk away from the government, and ensure ecological and
social benefits are delivered before any payments are made.

Example: Coastal Conservation Park

Issuer: HKSAR Government or Multi-lateral
Development Bank

Use-of- General use

proceeds:

Associated  Conservation of Horseshoe Crabs and

conservation oyster reefs in Deep Bay

project:

KPI: Increase in number of horseshoe crabs
to a specified target level, establishment
of reefs to pre agreed level

Tenor: 10 years

Coupon: Lower than market interest rate +
potential outcome payment linked to
KPI achievement

Coupon Partial coupon forfeited by investors, and

savings: paid upfront to associated conservation
project

Outcome HKSAR Government, Environmental

payers: NGO, Philanthropic foundation

Outcome If KPT’s are achieved, outcome payers

payment: settle pre-agreed amount to investors.

This is usually equal to or greater than
the coupon savings

b. Funds under Head 710 (Computerisation) of the CWRF fall outside the Capital Works programme and are instead administered under
procedures governing items funded through the General Revenue Account.
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5. Conclusion & Recommendations

5.1 The Case for Advancing Nature
and Blue Bonds in Hong Kong

Moving Beyond a Climate-Centric Green
Finance Agenda

Driven by the recognition that nature contributes significantly
to global GDP and that climate risk cannot be assessed in
isolation from nature risk, nature-themed bonds offer a
promising addition to the sustainable finance toolbox.
Activities supporting the climate transition (mitigation and
adaptation), such as renewable energy expansion or climate-
resilient infrastructure, can create new pressures on ecosystems.
Integrating both environmental dimensions into financing
and risk frameworks is therefore essential to avoid unintended
trade-offs and ensure genuinely sustainable outcomes.

In response, the global financial system is moving beyond
a predominantly climate-centric agenda toward a more
holistic approach that values, protects, and restores natural
capital. Capital markets are already responding: guidelines
are being developed based on established green and blue bond
principles. While nature-themed issuances remain nascent,
they have begun to emerge in recent years, encompassing
use-of-proceeds, blue bonds, sustainability-linked bonds and
outcome bonds. Each of these structures can diversify the
investor funding pool, offering distinct advantages, collectively
easing fiscal pressure, and engaging a broader coalition of
stakeholders in long-term conservation. In parallel, increased
transparency and comparability of sustainability-related
disclosures, along with data interoperability, are building
a coherent platform to unlock nature-themed capital flows.

Hong Kong is Positioned to Lead

Hong Kong can position itself as a financing hub not
only for local nature-positive projects, but also for nature
and blue economy financing in Chinese Mainland and
ASEAN, thereby strengthening its role as a gateway for
blue finance flows to the region and beyond building
on its established green bond framework, Hong Kong
is well-positioned to lead on nature-themed bonds. The
city’s status as a premier global finance hub is founded
on clear policy, robust regulation, and strong market
infrastructure. The same foundation supports its leading
green and sustainable bond market, anchored by the
GSBP, CASG-led regulatory coordination, international

disclosure standards, a well-defined Sustainable Finance
Taxonomy and targeted market incentives. The launch of
BSAP 2035, the explicit commitment to explore nature
financing under the GSBP and alignment with China’s
15th Five-Year Plan set a clear policy mandate.

With a track record of innovation from digital green bonds
to thematic issuances, Hong Kong’s GSBP has already
demonstrated that sovereign issuance can crowd-in private
capital, set benchmarks, and build investor confidence. The
eligibility criteria for nature-themed bonds (nature conservation
and biodiversity) already exist in the green bond framework
and therefore issuance is a logical, low-risk evolution.

Policies Embrace Nature-based Solutions

As Hong Kong embarks on its most ambitious development
plan to date, the Northern Metropolis, urban-rural integration
and proactive conservation must be prioritised to mitigate
the negative impacts on ecosystems and ensure that future
infrastructure is climate resilient. The development proposes
extensive use of blue-green infrastructure and nature-based
solutions, further supported by the government’s recently
released HKNbSDG. In this context, ecological sensitivity,
water stress and land-use dynamics must be fully integrated
into project design and capital allocation.

However, where funds are held under the CWREF, the
eligibility of such financing under the GSBP requires
clarification, particularly as blue-green infrastructure may
be partially or entirely composed of living ecosystems and
natural resources. Unlike traditional grey infrastructure,
such systems require capital allocation for maintenance and
monitoring, as well as establishment. The bankability of
nature projects remains a challenge because such projects
often lack direct revenue streams, so repayment must come
from government general revenues, reinforcing the suitability
of government-issued nature bonds.

Strategic Aims and the Path Forward

Launching a nature-themed bond under the GSBP would
serve multiple strategic aims: demonstrating government
commitment to biodiversity, advancing BSAP 2035, defining
nature as a distinct asset class, underlining nature as a risk
that needs to be financed and monitored, and cementing
Hong Kong’s status as a premier global green finance hub.
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Linking financial returns to measurable environmental
outcomes can attract new capital from impact and ESG-
focused investors while involving NGOs, communities, and
philanthropic partners. These instruments could provide the
scalable capital required to achieve the Northern Metropolis’s
vision of climate-resilient, community-based ecosystem
restoration.

By issuing a sovereign nature bond, the city would signal
that nature is infrastructure and demonstrate how a densely
urbanised, finance-led economy can reconcile economic
development with natural capital restoration, offering a
replicable model for other global cities.

5.2 Recommendations

The development of a nature bond market will rely on
well-defined policy directives, a clear use-of-proceeds
framework, robust nature-related metrics and KPIs, and
alignment with internationally recognised principles and
guidance. Integrating nature considerations into economic
frameworks and financial systems will enable the Government
to communicate clear expectations to the private sector
and further catalyse market development of Hong Kong
as a leading international sustainable finance hub. Hong
Kong already has a basis to build from, and the following
recommendations are structured around five foundational
pillars:

1. Leveraging the GSBP channels to issue bonds and allocate
use-of-proceeds to nature conservation and biodiversity,
setting a benchmark for the market.

2. Identifying and institutionalising an operating system
that supports project pipeline development, disclosure,
monitoring, reporting and verification, and blended
finance

3. Catalysing innovative financing structures, such as
blended finance

4. Building nature-related data infrastructure

5. Establishing a cross-sectoral group, anchored by the
Government and relevant financial regulators, to lead
the development of Hong Kong’s nature-related market.

These pillars and the following recommendations collectively
establish a clear roadmap for Hong Kong to develop a
credible, scalable and impactful nature-related bond market,
positioning itself at the forefront of Asia’s nature finance
market while reinforcing its role as a leading international
sustainable finance hub.

Leveraging the GSBP?

Hong Kong can create a market standard for nature-related
financing by leveraging the GSPB to pilot robust nature-
related criteria, disclosure and reporting requirements, and
then using those practices as a benchmark for broader market
issuance. Expanding and refining the programme’s nature-
related elements will further signal Government commitment
and set market benchmarks:-

* Expand on and define the nature-related criteria and
eligible categories under the GSBP.

¢ Facilitate policy discussions to clarify how nature-
related expenditures can align with existing public works
frameworks

» Issue a green bond, assigning the proceed allocation under
the “Nature Conservation & Biodiversity” category

* Require KPI’s in all UoP nature-themed bond structures
to strengthen measurable outcomes

e Ensure transparency and accountability for ongoing
monitoring and reporting of use-of-proceeds.

¢ Acknowledge the role of independent third-party
verification at the structuring stage (not just the reporting
stage) to strengthen practical guidance for prospective
issuers.

* Deploy capital to seed pipeline projects, with NM as the
flagship, and structure into investable bond portfolios.
Ensure all projects in the NM provide disclosures on
biodiversity materiality.

e Publish a list of eligible nature projects such as habitat
restoration, wetland rehabilitation, mangrove recovery,
marine protection, and share indicative project pipelines
with public and private sector investors.

Identifying and Institutionalising an Operating
System

A coherent operating system will provide the institutional
architecture necessary for market development, disclosure
consistency, and taxonomy evolution:-

» For transparency and integrity, encourage reporting in line
with international frameworks (such as ICMA, TNFD,
SBTN and Mulilateral Development Bank (MDB)
Common Nature Taxonomy) and local frameworks (such
as HKNbSDG), or other relevant industry standards.

* Explore feasibility of including nature in future iterations
of the Hong Kong Sustainable Finance Taxonomy, with
potential broadening of environmental objectives beyond
climate change mitigation and adaptation to encompass
biodiversity, natural capital and other nature objectives.
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¢ As Hong Kong expands its blue finance taxonomy, it
may consider drawing on Chinese Mainland’s existing
blue finance taxonomy as an important reference point,
to promote consistency, interoperability and market
development, while tailoring the framework to Hong
Kong’s own market context.

Catalysing Blended Finance

Nature projects often generate long-term ecosystem benefits
but face challenges in revenue generation and bankability.
Blended finance mechanisms can de-risk investments and
attract private capital.

¢ Explore blended finance structures that combine public
capital, private capital and philanthropic or catalytic
funding to de-risk nature projects and improve
bankability. This is relevant for the private sector, as
habitat restoration, wetland rehabilitation, mangrove
recovery, marine protection and other projects produce
ecosystem benefits, but have longer payback periods.

¢ Consider pooling revenue streams from nature projects
towards long term management and maintenance ensuring
sustainability of outcomes and reduced reliance on public
budgets.

Building Nature-related Data Infrastructure

A credible nature bond market requires standardised
indicators, a robust MRV framework and capabilities to
assess and price nature-related risks.

» Standardise indicators for biodiversity, carbon, hydrology,
and resilience outcomes

¢ Develop a robust MRV Framework, common for public
and private sectors

* Enhance data availability and accessibility for proposed
projects

* Develop nature risk scenario frameworks and stress-
testing capabilities, analogous to climate stress-testing.
This would support pricing of nature-related risks within
bond markets and enhance investor confidence in nature-
linked instruments.

Cross-Sectoral Implementation Group

To support market development and ensure coordinated
implementation, the Government should establish a cross-
sectoral Nature Finance Market Development Group. This
group would serve as the central coordinating mechanism
for policy, standards, pipeline development, and market
convening.

The Group’s primary functions would be to:

e Translate policy to support a concrete project pipeline
for nature bonds

* Align standards, metrics and disclosure expectations
across public and private sectors

» Identify and prioritise eligible nature projects

e Develop and maintain the MRV framework and data
infrastructure

* Address execution barriers related to data, verification,
structuring, and blended finance

* Convene regular market dialogue and capacity-building
activities
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Annex

ANNEX 1 Capital Requirements for Financing Nature

1. Planning, Design & Seed funding for initial feasibility studies, data analysis, habitat surveys

Feasibility and project proposal.

High uncertainty and no return on capital at this stage.

2. Project preparation Technical assistance capital required for in-depth feasibility studies, setting
& Funding structure ecological baselines, financial modelling, designing blended finance and risk
mitigation structures, stakeholder engagement. This phase requires high-risk,
early stage, nonrecoverable capital.

design

3. Implementation &

Construction

Financing nature requires matching capital instruments to the distinct risks
and funding needs of each project phase and is most effective when capital
needs are understood across the full lifecycle of the project. These projects may
unfold over relatively long periods, e.g. forest restoration where trees may take
30-50 years to reach maturity, creating space for different funders and financial
instruments to play distinct roles from early design to long-term stewardship.

Mapping these needs helps align public funding, philanthropy, catalytic capital,
and private investment, while also enabling innovative tools to mobilise additional
resources and close remaining financing gaps. The demand for financial capital
shifts as these projects progress through distinct phases.

is higher risk, with uncertain returns.

Working capital is needed to carry out the core restoration and conservation
strategies, manage fieldwork, build infrastructure, and monitor progress.
Capital needed is for one-off expenditures, capital intensive infrastructure and

4. Operation & Long-term operating capital to ensure the ongoing management, maintenance,

Maintenance and continued monitoring of assets. Recurring, predictable, long-term capital
required. Lower project risk with more stable cash flows and improving sustainable
income streams (e.g., revenue from aquaculture, ecotourism fees etc.).

5. Evaluation &
Reporting

Final stage, often included in long-term operating capital.
Ongoing funding for evaluation of outcomes and reporting. Initially high capital
costs (1-2 years), then predictable, recurring and long-term funding needed.
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ANNEXII (a) Sam Po Shue Wetland Conservation Park Proposed Works"'
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ANNEXII (b) Sam Po Shue Wetland Conservation Park Land Usage

Source of Map: Strategic Feasibility Study on the Development of Wetland Conservation Parks System Under the Northern Metropolis Development Strategy (AECOM, 2024) %

Legend
: Study Area of Proposed Sam Po Shue Wetland Conservation Park
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ANNEXIII Potential Coastal Conservation Park, Tsim Bei Tsui and Pak Nai

Map source: Broad Land Use Concept of Lau Fau Shan - New Digi Bay (Civil Engineering & Development Department and Planning Department, 2024) %
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AFCD is exploring the creation of a 2,370 hectare Coastal Protection Park (CPP)
stretching from Tsim Bei Tsui to Pak Nai. It aims to safeguard Deep Bay’s coastal
ecosystems and biodiversity by protecting key feeding, roosting and breeding
habitats for waterbirds and other wetland wildlife. The proposal also seeks to
promote ecotourism by leveraging local natural resources, rural character and
unique coastal scenery. The land-based portion of the CPP, of approximate 120
ha, would function as an “Ecological Education and Exploration Area.” It is
divided into two main zones to allow for visitor activities such as birdwatching
and recreational fishing: one in Tsim Bei Tsui, and another spanning Ngau
Hom Shek to Ha Pak Nai.

The Lau Fau Shan area in between is excluded to allow for other cultural and
economic development. The two CPP zones would be connected by a proposed
coastal walkway. As of May 2026, suggested management models include
AFCD overseeing facilities in collaboration with private enterprises, fisheries
organisations, and NGOs, with civil society partners also supporting land
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management and ecological education. Cycling paths are planned to link the
CPP with the wider Lau Fau Shan area.

The marine component includes a 2,150 hectare “Oyster Culture Heritage Zone”
that covers the Designated Area of Oyster Farming Activities under Government
Tenancy STT 2266. The intention is to integrate sustainable oyster farming
with education and tourism, with management continuing through existing
short-term tenancy arrangements.

The marine-based CPP is also connected with a “Biodiversity Conservation
Area,” which covers roughly 100 hectares and includes a Site of Special Scientific
Interest (SSSI) at Sheung Pak Nai, Pak Nai and Ha Pak Nai. This zone would
support ecological research, longterm monitoring and ecological education, with
a proposed management model involving a marine park or other conservation
measures.

Source: CEDD (2026) Speech at BEC EnviroSeries Conference May 2026.

Proposed CPP Boundary
[ Eco-Learning and Discovery Zone
I Biodiversity Conservation Zone
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I Eco-Learning and Discovery Zone
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Deep Bay is one of Hong Kong’s most ecologically and culturally significant landscapes (Figures 7 to
9). It contains the largest remaining intertidal mudflats in the Greater Bay Area, along with extensive
oyster beds, mangrove forests and seagrass meadows. These habitats are vital for biodiversity, serving
as Hong Kong’s largest nursery for endangered horseshoe crabs and providing foraging grounds for
thousands of migratory birds connected to the Mai Po Nature Reserve. Deep Bay supports traditional
livelihoods with cultural significance and ecotourism potential, including oyster farming with an estimated
10,000 floating rafts, fishponds and Gei Wai aquaculture, and fruit farming, such as lychee and longan,
alongside vegetable cultivation.

Stream ! Oyster Rafts

= s |
- R “‘

Mudflats

Seagrass
Meadow

Mangrove
Fish ponds Forests

REH - -
Tsim Bei Tsui - oy Eardiiaad.

Pak Nai

Community-led Conservation Projects in Deep Bay

N o os W

Mai Po Nature Reserve management (WWF, 1983-)

Habitat Management at Sha Kiu (TNC, 2024-)

Bird Survey at Sha Kiu (HKBWS)

Lau Fau Shan Oyster Reef Restoration Pilot (TNC, 2018)

Bird Survey at Lau Fau Shan (HKBWS)

Shell Recycling Project (TNC, 2018-)

Habitat Management at Pak Nai (TNC & Ha Pa Nai Education Centre,
2019-)

8. Bird Survey at Pak Nai (HKBWS)

9. Carrying Capacity Study on Deep Bay Oyster Farming (TNC, 2021-
2025)

10. Bird Survey at Deep Bay Oyster Culture Zone (HKBWS, 2025)

11. Horseshoe crab rearing (OPCF, 2010-)

12. Hong Kong Fishpond Conservation Scheme (HKBWS, on-going)

13. Monthly Waterbird Monitoring (HKBWS, on-going)
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ANNEXI1IV (@) San Tin Technopole Location Plan

Map source: San Tin Technopole, Outline Development Plan, no. D/STT/1(Planning Department, 2026) >
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Annex

ANNEXIV (b) San Tin Metropole Revised Recommended Outline Development

Map source: Revised Recommended Outline Development Plan (Civil Engineering & Development Department and Planning Department, n.d.)

ANNEX1IV (¢) San Tin Metropole Blue Green Network

Map source: San Tin Technopole Outline Development Plan No. D/STT/1 (Planning Department, 2026)
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Annex

ANNEX YV Relevant Standards and Disclosure Framework

Framework / Standard Primary Focus

Hong Kong Taxonomy for
Sustainable Finance (2024)

Establishes a foundational green classification system focused on
climate change mitigation, transition finance and climate adaptation.
Primary purpose is to scale sustainable capital flows, prevent
greenwashing and support Hong Kong’s transition to a low-carbon
economy.

Phase 1: 12 activities across 4 sectors (Energy, Transport,
Construction, Waste)

Phase 2A (2026)

Phase 2A: 25 activities across 6 sectors (added Manufacturing,
ICT); introduced Transition categories and Climate Change
Adaptation objective

Status & Authority

Published by HKMA to mainstream standards and reflect the local
contexts, while also aligning with the priorities of global investors.
This taxonomy is explicitly built with reference to the Common
Ground Taxonomy (CGT), using it as a major benchmark to ensure
alignment with international sustainable finance standards.

Key Relationship to Nature

Covers 6 economic sectors:

* Power generation

e Transportation

* Construction

* Waste

e Manufacturing

¢ Information and communications technology

Does not cover nature or biodiversity

Sustainable Bonds for Nature: A Defines what qualifies as a nature-themed bond, outlining eligible

Practitioner’s Guide (2025) project categories, setting expectations for impact reporting, and
explaining how nature-related KPIs and SPTs can be integrated into
SLBs. Its goal is to give issuers, investors, and regulators a consistent
reference for financing nature-related outcomes.

Published by ICMA, the guide provides a clear, market aligned
framework that helps issuers structure credible nature themed bonds—
both use of proceeds bonds and sustainability linked bonds—so that
capital can flow more effectively into biodiversity protection, ecosystem
restoration, and nature positive economic activities.

The most comprehensive framework currently available which gives
structural, operational, and strategic guidance to issuing a nature
themed bond

Provides a standardised, non-exhaustive reference list of activities
that qualify as nature finance taxonomy. It focuses on bringing
clarity and consistency to nature finance, which helps mobilize
capital for investments that benefit nature and biodiversity.

MDB Common Nature Finance
Taxonomy (2025)

(Annex 2 of the MDB Common
Principles for Tracking Nature
Finance)

Prepared by a group of multilateral development banks. The Taxonomy
is a key part of the MDB Common Principles for Tracking Nature
Finance (Version 2, 2025)

Directly supports the nature-positive goal of halting and reversing
nature loss and helps implement the Kunming-Montreal Global
Biodiversity Framework (GBF). lists qualifying activities across
various sectors (e.g., forestry, energy, transport) based on four core
activity groups.

1. Restoration and conservation of biodiversity or ecosystem services.

2. Reduction of the direct drivers of biodiversity or ecosystem services
loss.

3. Integration of nature-based solutions across economic sectors.

4. Design and implementation of enabling policies and tools

HKFRS Sustainability
Disclosure Standards (2024)

Provide investor-focused, decision-useful information on how
sustainability and climate issues affect a company’s financial value.
HKFRS S1 General Requirements for Disclosure of Sustainability-
related Financial Information

HKFRS S2 Chmate Related Disclosures

Published by the Hong Kong Institute of Certified Public Accountants
(HKICPA) for adoption in Hong Kong.

HKFRS2 main board issuers ‘comply or explain’ from 01 January
2025.

Large Cap issuers Mandatory disclosures from 01 January 2026
Voluntary disclosures of HKFRS S1 and S2 from 01 August 2025
Large publicly accountable entities (PAEs) fully adopt the Standards
no later than 2028

Aligns with ISSB, but HKFRS do not explicitly require
comprehensive, standalone nature-related disclosures.

The Global Biodiversity
Standard (TGBS) (2024)

Project certification for specific land-based activities (tree planting,
habitat restoration) to ensure they deliver verified, science-based
biodiversity uplift.

Developed by an international coalition of leading biodiversity,
ecological restoration, and land-management organizations, and is
officially coordinated by Botanic Gardens Conservation International
(BGCI). Kadoorie Farm and Botanic Garden (KFBG) is the only
authorised Hub and certifying organisation for TGBS in East Asia, and
received the world’s first Premium-Tier Certification for its own site in
December 2025.

The world’s most scientifically rigorous site-based certification scheme
for the protection and restoration of biodiversity. Complementary and
supportive to broader nature disclosure frameworks like TNFD and
GRI 101.

Green Bond Framework (2022)
Updated to GSBP in 2024

To fund public projects that combat climate change, foster
sustainable development, and facilitate the transition to a low-carbon
economy

The Green Bond Framework sets out how the Government intends
to fund projects that will improve the environment and accelerate the
progress towards net zero.

Green bonds issued under the Framework will be aligned with the
Green Bond Principles of the ICMA*

Nature conservation & biodiversity is one of the nine existing eligible
‘use-of-proceeds’ category under the framework.
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Framework / Standard

Bonds to Finance the
Sustainable Blue Economy -
A Practitioners Guide (2023)

Primary Focus

Voluntary guidance to provide issuers with the tools to launch a
credible blue bond, to help investors by promoting information to
evaluate the environmental impact of their blue bond investments,
and offering underwriters vital steps to facilitate transactions that
preserve the integrity of the market

Status & Authority

Published by ABD with contributions from the International

Capital Market Association (ICMA), United National Environment
Programme Finance Initiative (UNEP FI), and United Nations Global
Compact (UNGC) Published by ABD with contributions from the
International Capital Market Association (ICMA), United National
Environment Programme Finance Initiative (UNEP FI), and United
Nations Global Compact (UNGC).

Key Relationship to Nature

Additional thematic guidance on use of proceed (UOP) bonds to
finance projects supporting the sustainable blue economy and ocean
health. Also illustrates the possible use of SLBs. incorporating blue
KPIs.

Outlines eight indicative blue project categories which are expected to
be supported by the blue

bond market.

GRI 101 Biodiversity 2024

Corporate impact reporting for companies to disclose their most
significant impacts on biodiversity across operations and supply
chains

The standards-setting body is the Global Sustainability Standards
Board (GSSB). Aligned with GBF and TNFD

Used for comprehensive sustainability reporting on a company’s
operations and value chain. Aligns closely with TNFD and can be used
interchangeably

IFRS Sustainability Disclosure
Standards (ISSB)(2023)

To establish a globally consistent baseline of disclosure standards
that reveals how sustainability and climate-related risks impact a
company’s enterprise value, cash flows, and cost of capital over time
and which provide decision-useful, financially material sustainability
information to investors and creditors.

International Accounting Standards Board (IASB).

IFRS S1 - General requirements for Disclosure and Sustainability-
related Financial Information

IFRS S2 - Climate related Disclosures

The ISSB is closely collaborating with the TNFD to ensure global
alignment of nature reporting

IRFS 1 requires companies to disclose material sustainability-related
risks and opportunities, which includes nature-related impacts. ISSB
have announced they will issue a draft Practice Statement to guide
companies on how to assess, manage, and report these nature-related
risks without altering the mandates of IFRS S1 and IFRS S2 by
October 2026.

Taskforce on Nature-related
Financial Disclosures (TNFD)
(2023)

Guidance for organizations to identify, assess, and disclose their
risks, dependencies, and impacts on nature. It aims to shift global
financial flows away from nature-negative outcomes and toward
nature-positive

A global, market-led taskforce supported by science and endorsed by
governments — but not governed by any single authority.

Market-led, science-based voluntary framework of nature disclosures.
Provides a complete structure (Governance, Strategy, Risk
Management, Metrics) for assessing and reporting on nature

CDP (formerly Carbon
Disclosure Project)

Environmental disclosure system for measuring, managing, and
reducing an entities environmental impact.

A global, independent non-profit organisation. A widely used scoring
system is administered via a voluntary online questionnaire.

CDP’s questionnaire and guidance is updated annually is a primary
way companies report data. CDP is fully aligned with the TNFD
recommendations, and therefore reporting via CDP supports TNFD
disclosures

* ICMA provides key voluntary guidelines for sustainable bonds, including the Green Bond Principles (GBP), the Social Bond Principles (SBP), the Sustainability Bond Guidelines (SBG), and the Sustainability Linked Bond Principles (SLBP), all of which focus on transparency and integrity.
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